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Abstract 
The main objective of this study is to find out the relationships between institutionalization level, strategic management level and 
human resource management level in family businesses. Secondly it is investigated whether the demographic characteristics of 
family businesses affect their levels of institutionalization, strategic management and human resource management. We gathered 
data from owner or authorized staff of family businesses located in the northeast Anatolia sub economic region of Turkey. 
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1. Introduction 
During last decades there have been several important trends that affect firms whether they would survive or not. 
Increasing competition in most industries has made it difficult for companies to compete, modern and cheaper 
transportation and communication have caused growing global trade, and technological development has resulted 
quick changes in the global economy. Among such an environment organizations have to use different and effective 
managerial tools to achieve their goals. Family businesses are important factors for the growth and internationalization 
of emerging economies (Galve- - Around 80% of the enterprises in the world and 90 - 
95% of the enterprises in Turkey are made up of family owned companies However most of 
the family businesses have a short lifetime and bankrupt in its first generation. The researches show that the 
survivability of the family enterprises to the third generation is below 10 %  In order for 
family businesses to adapt changing world and to transfer themselves to the future generations, institutionalization 
recommended as a way to overcome the barriers so that it could be possible to survive longer 
2009). On the other hand to achieve a competitive advantage position and to enhance firm performance relative to 
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their competitors, strategic management could be concerned (Raduan et al., 2009). Strategic management and strategic 
thinking make managers consider the firm wholly and regard both the internal and external facts that affect the success 
of the firm. Beside these, studies show that human resource management plays an important role in formulating and 
implementing organizational strategy (Abdullah et al., 2009). HRM is considered to be vital for an organization to 
achieve its objectives by enabling the organization to implement its competitive advantage (Barney, 1991; Pfeffer, 
1989). 
In this study the relationships between strategic management, institutionalization and human resource management 
are investigated. The study begins by a literature review of those concepts and family business as we carried out this 
study with family owned firms located  in the northeast Anatolia sub economic region of Turkey, then will go on to 
development of hypotheses. Research methodology, research model and analyses results will take place at second 
section. The results of the analyses will be discussed and recommendation will be provided for managers and 
academician at the last section. 
2. Literature Review 
2.1. Family Business 
A (2010) declares that the concept of family business is defined in various ways in many studies throughout 
the world and those definitions are emphasized especially by the term of family and it appears to be relevant to the 
owner, manager, successor or worker. According to an accepted definition, to mention about a 
family business there should be at least one activity including members of family together (Tagiuri and Davis, 1992). 
(2010) puts forward that if the ownership, decision making boards and an important part of hierarchical 
structure belong to family members so it can be said that there is a family business. A (2010) asks if family 
involvement has an effect on the business and answers that family involvement inevitably causes the family to affect 
business issues. Belak et al. (2012) say that family businesses are characterized by less formal mode of operating, the 
possession of less formal policies, rules and codes, the presence of implicit assumption of moral and ethical behaviour 
(2009) suggest 
that the most of the family businesses would not survive before assigned to the second and third generations because 
they could not accomplish the principles of institutionalization. 
2.2. Institutionalization  
Hughes defines the term institution as a social system that has consistency and changes slowly. Selznick noted that 
organizations are tools designed to reach specific goals but with their specific lives. This means that organizational 
members create new values, bring their own values, and ascribe certain properties to their organizations and these 
make organizations to be distinctive entities The basic philosophy of institutionalization is that tasks 
and processes are based on a model, not individuals. Institutionalization is defined as the administration of the 
organization within a set objectives and targets as well as principles and values Selznick 
simplicity, differentiation, flexibility and self-determination. 
2.3. Strategic Management 
The word strategy derives from the Greek art of troop leader, office of general, command, 
and generalship leader or commander of an army, general  
(http://en.wikipedia.org/wiki, 15.04.2013). Chandler, Porter and Mintzberg are leading strategy theorists in 
management theory. Chandler (1963) defines the term of strategy as "the determination of the basic long-term goals 
and objectives of an enterprise and the adoption of courses of action and the allocation of resources necessary for 
carrying out these goals". According to Porter (1966), competitive strategy is about being different. It means 
deliberately choosing a different set of activities to deliver a unique mix of value. Mintzberg (2007) describes the 
strategy as a pattern in a stream of decisions. For organizations a strategy means the long term direction and scope of 
an organization to achieve a competitive advantage by managing its resources among a demanding environment of 
stakeholders and markets (Eren, 2005). According to these definitions we can say the term of strategy is about shaping 
the future and brilliant strategy is the shortest route to desirable ends with available means. 
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According to the traditional approach, strategic management is a process of analysis where an or  
strengths, weaknesses, opportunities and threats are used to develop its mission, goals and objectives (SWOT 
Analysis). Strategic management consists of the analysis, decisions, and actions an organization undertakes in order to 
create and sustain competitive advantages. There are two main elements with this definition. First, the strategic 
management of an organization needs three ongoing processes: analysis, decisions, and actions. That is, strategic 
management is concerned with the analysis of strategic goals (vision, mission, and strategic objectives) along with the 
analysis of the internal and external environment of the organization and then leaders must make strategic decisions. 
Second, it should be determined how to compete so that it would be possible to obtain sustainable advantages for a 
long period of time (Figure 1).  
 
Figure1. The Strategic Management Process (Dess, et al., 2005). 
 
2.4. Human Resource Management 
Humans are greatest assets of organizations, without them, everyday business functions could not be completed. 
Humans and the potential they have drive an organization. Today the organizations do not only rely on their 
competitive advantages based on finance and marketing but also they find their advantages in the optimized 
implementation of the strategic resource of human capital in all their comprehensive planning. In competition area 
organizations use human resource management to generate more added values against others (Ansari, et al., 2012). 
Human resource management is a system directly related to human beings in organizations that facilitate the effective 
application of their power to achieve individual and organizational objectives (Ivancevich, 2010).  
The function of human resource management in large organizations involves a wide range of activities. Some of 
them are such as deciding on what staffing needs a firm has and how to meet them, recruiting and training employees, 
ensuring they are high performers, dealing with performance issues, and ensuring workers and management practices 
adapt to different regulations (Zhang and Gong, 2009). It is said that human resource management can be seen as a 
part of general strategy of the organization and this make human resource managers take a role in decision making 
process while formulating and applying strategy (Myloni, et al., 2004). 
3. Research  
3.1. Research Goal and Hypotheses 
The main objective of this study is to find out the relationships between institutionalization level, strategic 
management level and human resource management level in family businesses. Secondly it is investigated whether the 
demographic characteristics of family businesses affect their levels of institutionalization, strategic management and 
human resource management. In this context these hypotheses are developed: 
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level differ according to their demographic characteristics.  
 
H2: There are positive relationships between institutionalization level, strategic management level and human 
resource management level in family businesses. 
 
Figure2. Research Model 
3.2. Sample and Data Collection 
To test the hypotheses, a field survey using questionnaires conducted on owner or authorized staff of family 
businesses located in the northeast Anatolia sub economic region of Turkey. The questionnaire consists of two 
sections. First section includes questions related to the demographic characteristics of the firms. Second section 
includes 42 items using 5 Likert-Type Scale (1=very low to 5=very high). 13 items are related to strategic 
management yielded an r=0.91 Cronbach Alpha, 16 items are related to human resource management yielded an 
r=0.89 Cronbach Alpha, and 13 items are related to institutionalization yielded an r=0.88 Cronbach Alpha. The 
Cronbach Alpha values indicate that the scales used in this survey are reliable. 
Data collected from 398 firms in the provinces of Bayburt, Erzincan and Erzurum in October, 2011. Data obtained 
from questionnaires was analyzed through the SPSS statistical packet program. 
Descriptive statistics such as frequency, percentage, mean and standard deviation, for relationships co-relation 
coefficient and for classification t-test and one-way anova were applied to analyze the collected data. Only observed 
statistically significant differences were tabulated. 
 
3.3. Findings  
Table 1, shows the demographic characteristics of the firms.  When we examine Table 1, it can be seen that most of 
the firms were located in the province of Erzurum and then Erzincan and Bayburt respectively. Erzurum is the largest 
city of the Eastern Anatolian Region and is also a very ancient settlement place. The city centre population is 
approximately 400 000 people. As it is established at the skirts of 
winters are very cold so that it has great winter tourism potential. Beside this there are two universities and one of 
 can be said for Erzincan that it 
is a middle populated city with approximately 100 000 people. Its climate is warmer and the region is very suitable to 
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live and for agriculture. On the other hand the region has a disadvantage because of huge earthquakes occurred in the 
past. It is said that the city re-established several times during the last century. After the last earthquake in 1992, the 
city re-built and gained a modern view. Generally the population is well educated and people from different ethnic and 
religious origins live together in peace and tolerant in the region. Bayburt is a small city with approximately 40 000 
people. It is less developed and its economy is based especially on agriculture.   
 
Table 1. Demographic Characteristics of the Firms 
 
 Frequency Percent 
Province  
Bayburt  
Erzincan 
Erzurum 
 
56 
114 
228 
 
14 
29 
57 
Age of the firm 
0-5 year 
6-10 year 
11-20 year 
More than 20 year 
 
70 
110 
117 
60 
 
19.6 
30.8 
32.8 
16.8 
Which generation? 
1 
2 
3 
 
274 
85 
30 
 
70.4 
21.9 
7.7 
The number of employees (size) 
1-10 
11-50 
51-100 
More than 100 
 
219 
112 
29 
25 
 
56.9 
29.1 
7.5 
6.5 
Board of directors 
Yes 
No  
 
204 
188 
 
52 
48 
Perception of the firm as a family business 
Yes 
No  
 
277 
117 
 
70.3 
29.7 
Need of consulting  
Yes 
No  
 
89 
307 
 
22.5 
77.5 
 
When we look at the age of firms, the proportion of the oldest (more than 20 years) firms is 16.8%. When we 
examine the count of generation, 70.4% of the firms is the 1st generation businesses. The proportion of firms reached 
3rd generation is 7.7%. This finding is paralle the 
survivability of the family enterprises to the 3rd generation is below 10%. A great number of firms are small family 
businesses because 56.9 % of firms has employees between 1 to 10. The proportion of big-sized firms with employees 
more than 100 workers is 6.5 %. About half of the firms (48%) has no board of directors. A considerable percentage 
(70.3%) of the respondents evaluates that their firm is a family business and a large proportion (77.5%) of them thinks 
that there is no need of consulting. 
Table 2 shows the comparison of the levels of strategic management, institutionalization and human resource 
management according to the location of the firms. 
 
Table 2. Comparing Means According to the Location of the Firms (One-way Anova) 
 Province Mean Difference (LSD Test) F p 
Strategic Management 
Bayburt 
Erzincan 
Erzurum 
3,30 
3,73 
3,68 
Bayburt 
X 
Erzincan, Erzurum 
5.705 0.004* 
Institutionalization  
Bayburt 
Erzincan 
Erzurum 
3,22 
3,77 
3,55 
Bayburt x Erzincan x 
Erzurum 10.489 0.000* 
Human Resource 
Management 
Bayburt 
Erzincan 
Erzurum 
3,39 
3,76 
3,52 
Erzincan 
X 
Bayburt, Erzurum 
7.360 0.001* 
* p<0.05 
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When we examine the Table 2, it can be seen that the level of strategic management of the firms located in Bayburt 
is the lowest and differs from the other provinces. This result means that the managerial applications of the firms in 
Bayburt are not strategically oriented relatively. As mentioned above, Bayburt is a less developed province in Turkey. 
It has a small population and the rate of migration towards developed cities of Turkey is very high. On the other hand 
the level of unemployment is high. Geographically the land is rough and transport facilities are very difficult. In this 
condition it seems that it is so difficult to be developed economically in a short-term. The economic environment is 
generally stable and not changing. In the light of this explanation it can be said that the firms in Bayburt are in inertia, 
do not perceive a competitive atmosphere and do not need strategic thinking because of the stable environment.  
In terms of institutionalization level, all provinces
while Bayburt has the lowest. When we look the comparison of HRM level, the mean of Erzincan differs with the 
highest score from the other provinces. Climate in Erzincan is warmer and the education level is higher compared to 
the other two provinces. Because of earthquakes, during last decades the city re-built and developed economically by 
means of the governmental incentive policies. Many entrepreneurs from all over Turkey took important roles in this 
duration. These factors may cause the level of institutionalization and HRM of firms in Erzincan to be higher than 
Bayburt and Erzurum. 
 
Table 3 shows the comparisons of means according to the existence of board in firms.  
 
Table 3. Comparing Means According to the Existence of Board (t-test) 
 Existence of Board Mean t p 
Strategic Management Yes No 
3,80 
3,47 4.176 0.000* 
Institutionalization Yes No 
3,74 
3,41 4.374 0.000* 
Human Resource 
Management 
Yes 
No 
3,72 
3,41 4.371 0.000* 
*p<0.05 
 
Having a board of directories is an important indicator of professional management and by this way decision 
making is done by a group not individually. This makes the firm go away from tunnel vision, look around and use 
more brains in decision making process. We compared the levels of strategic management, institutionalization and 
HRM according to the existence of board.  
Table 3 shows that there have been significant differences between means weather the firms have board or not. 
According to the table it is possible to say that the firms have higher levels of strategic management, 
institutionalization and human resource management if they have a board. This result is expected. As said above, the 
existence of board may show that the applications in the firms are based on strategic thinking, the firm is more 
institutionalized and the management considers the human resources as an important aspect in order to reach its own 
goals and objectives.  
Table 4 shows the comparisons of means according to the views of respondents if they need consulting or not. 
 goals and 
objectives. Because the economic environment is changing and there are many competitors. Knowledge makes it 
possible to get strategic advantages. The knowledge a firm needs can be supported by consultants out of the firm. If a 
firm declares the need of consulting then it can be said that there is a professional approach.   
 
 Table 4. Comparing Means According to the Need of Consulting (t-test) 
 Need of Consulting Mean t P 
Strategic Management Yes No 
4,01 
3,54 5.191 0.000* 
Institutionalization Yes No 
3,81 
3,51 3.506 0.001* 
Human Resource 
Management 
Yes 
No 
3,82 
3,50 3.830 0.000* 
*p<0.05 
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Table 4 shows that there are significant differences between means according to the views of the respondents about 
the need of consulting. The firms explained the need of consulting have higher levels of strategic management, 
institutionalization and human resource management. This is an expected result because it is obvious that strategically 
oriented and institutionalized firms which give importance to human resources are aware of consulting.  
The results of Pearson Correlation analysis are given in Table 5. According to the table, there are strong 
relationships between the levels of strategic management, institutionalization and human resource management. 
 
Table 5. The Relationships between the Level of Strategic Management, Institutionalization and HRM 
  Strategic Management Institutionalization 
Human Resource 
Management 
Strategic 
Management 
Pearson Correlation 1 0.616** 0.678** 
Sig. (2-tailed)  0.000 0.000 
Institutionalization 
Pearson Correlation  1 0.700** 
Sig. (2-tailed)   0.000 
Human Resource 
Management 
Pearson Correlation   1 
Sig. (2-tailed)    
**. Correlation is significant at the 0.01 level (2-tailed). 
 
When we look at the relationship between the levels of institutionalization and strategic management, it can be seen 
that there is a positive and strong relationship with 0.616 Pearson Correlation Coefficient at the 0.01 significance 
level.  This means the higher the level of institutionalization, the higher the level of strategic management.  
In order to look the relationship between the levels of institutionalization and human resource management, we 
observed a positive and strong correlation with 0.700 Pearson Correlation Coefficient at the 0.01 significance level. 
  
According to Table 5 a positive and strong relationship observed between the levels of strategic management and 
human resource management with 0.678 Pearson Correlation Coefficient at the 0.01 significance level. This can be 
explained as the higher the level of strategic management, the higher the level of human resource management.  
In an institutionalized organization, tasks and processes are based on a model not individuals and it has a set values 
and principles with specific organizational goals and objectives. And then the organization needs scientific managerial 
tools. In order to achieve organizational goals it seems to be managed strategically and to be aware of the importance 
of human resources.  
We took three concepts -strategic management, institutionalization and   human resource management- in this study 
to look for the relationships between them. As a result of the study we observed positive and strong relationships. We 
can say that these concepts mutually affect each other.  
4. Conclusion   
In this study we investigate the relationships between the levels of institutionalization, strategic management and 
human resource management. The striking result of the study is that there are positive and strong relationships 
between these subjects. According to this, we can recommend to managers or authorized persons of the firms that if 
they want to be successful in a competitive market, they should think and behave professionally and do the 
requirements of institutionalization so that they will be able to manage their firms strategically and take the advantages 
of human resources they have.  
Another remarkable result is that about half of the family businesses we conducted the survey has no board of 
directories and a great number of firms (77.5%) revealed that they did not need consulting. This is a tragic result and 
shows that many firms have no strategic and professional thinking, and they do tasks and processes traditionally. It is 
well known that there are patrimonial management styles in family businesses and most of them cannot reach 3rd 
generation. If a family business wants to survive for a long time, then it needs to be managed professionally. How can 
small family businesses do such a necessary change? Talking about the provinces this study held the family businesses 
may contact to scientific organizations. In this point they have an important chance because there are universities with 
economic and administrative sciences faculties in all these provinces. By this way the firms would be able to develop 
themselves, and then this would contribute the development of the region and the economy of the country.  
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The strong side of this study is the size of the sample with 398 top managers or authorized persons of firms located 
in three provinces of the northeast Anatolia sub economic region of Turkey. Findings might not be transferable to all 
of Turkey. Thus, it is recommended that further researches can be conducted on other provinces of Turkey for 
generalizing the findings to the country. 
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